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WHAT  CONSTITUTES  MONEY. 

The  primary  functions  of  money,  it  is  generally  con- 
ceded, are  three;  first,  as  a medium  of  exchange ; second, 
as  a measure  of  value ; third,  as  a standard  of  deferred 
payments.  The  instrument  by  which  these  functions  are 
ultimately  performed  is  money,  and  the  instrument  by 
which  they  are  best  performed  is  the  best  money. 

The  improvement  of  money  as  an  agent  for  the  per- 
formance of  this  triple  function  has  been  closely  identified 
with  the  progress  of  society,  industrially,  politically  and 
morally.  An  imperfect  medium  of  exchange  or  standard 
of  values  has  invariably  indicated,  proportionately  to  its 
imperfection,  a low  state  of  civilization,  or  a chaotic 
social  condition.  Among  the  savages  of  Africa  and  the 
East  Indies,  money  consists  chiefly  of  marine  shells.  The 
South  Sea  Islanders  use  beads  as  currency,  the  Abys- 
sinans  salt,  the  Icelanders  codfish.  The  money  of  the 
peasant  Chinese  consists  of  perforated  bits  of  bronze, 
strung  like  beads.  The  skins  of  wild  animals  were  used 
as  money  by  the  ancient  Russians,  and  in  some  parts  of 
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Central  America  and  South  America  cocoanuts  are  used 
as  legal  tender.  Wampum  was  the  currency  of  the  sav- 
ages and  early  colonists  of  New  England;  musketballs, 
corn,  and  beans,  were  later  substitutes.  Raccoon  and 
deer  skins  were  at  one  time  current  in  Illinois,  and  there 
were  periods  in  the  history  of  this  city^  when  values  were 
measured  and  debts  paid  in  cordwood  and  whisky. 

Going  back  to  ancient  times  we  find  that  leather  was 

used  as  monev  bv  the  Carthaginians,  wood  and  leather  by 

the  early  Romans,  and  copper  nails  La  the  primitive 

Greeks.  Iron  exclusively  was  the  money  of  Lacediemon. 

In  ancient  Rome,  at  one  period,  cattle  were  used  as 

money;  hence  the  English  word  pecuniary,  derived  from 

the  Latin  perus^  signifying  cattle.  Lead  was  coined  by 

various  ancient  countries,  and  tin  by  the  so-called  Tyrant 

of  Syracuse.  The  present  currency  of  Morocco,  which  is 

one  of  the  worst  governed  countries  ot  the  world,  consists 

chietly  of  rude  copper  coins  passed  by  weight,  or  given 

out  bv  the  handful.  In  modern  times  revolution  and  mis- 
« 

government  have  generally  brought  a depreciated  paper 
currency  into  vogue,  as  for  example,  in  France  during  the 
latter  part  of  the  eighteenth  century,  and  in  the  United 
States  during  the  wars  of  Independence  and  the  Rebel- 
lion. It  may  be  further  noted  as  a highly  significant  tact, 
that  the  countries  of  the  present  day  whicli  are  most  back- 
ward in  their  commercial,  industrial,  and  polictical 
development,  and  least  intluential  in  the  family  ot  nations, 
have  generallv  an  inferior  standard  of  values. 

The  improvement  of  that  standard,  both  in  its  quality, 
and  its  uses,  has  been,  in  part,  the  work  of  science,  but 
more  than  all  the  work  of  experience.  I’hilosophers  and 
economists  have  theorized  and  speculated,  but  the  neces- 
sities of  commerce  and  industry  have  pointed  the  way. 
During  the  lapse  of  centuries  monetary  experiments  of 
everv  conceivable  kind  have  been  tried,  tlieir  results  gen- 
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eralized,  and  the  economic  laws  which  produce  those 
results  sought  out  and  proved.  These  laws,  we  now  know, 
are  as  immutable  as  the  laws  of  Nature,  for  natural  laws 
they  really  are.  Not  more  certain  are  the  motions  of  the 
planets  in  their  orbits  than  are  the  operations  of  certain 
primary  principles  in  the  financial  and  commercial  world. 
Safety  lies  in  acquiescence  in  these  principles;  to  dis- 
regard them  invites  mischief. 

After  twenty  centuries  of  experimental  test  of  these 
laws,  silver  and  gold  have  come  into  use  as  money  in  all 
the  civilized  coinitries  of  the  world.  The  preference  of 

these  metals  is  a case  of  natural  selection ; it  is  the  sur- 

% 

vival  of  the  fittest.  Of  all  the  agencies  which  have  been 
used  in  the  mediation  of  exchange  or  the  measurement  of 
values,  these  have  been  found  to  subserve  most  usefully 
the  diversification  of  industry,  and  the  development  of 
commerce.  As  between  silver  and  gold  the  choice  has 
been,  still  is,  and  always  will  be  controlled  by  the  same 
considerations  and  the  same  laws  which  cause  these 
metals  to  be  preferred  to  others. 

In  conformity  to  these  laws,  one  metal  or  the  other 
will  always  practically  be  the  standard.  Both  silver  and 
gold  cannot  at  the  same  time,  in  the  same  place  and  to 
the  same  extent  perform  the  primary  functions  of  money. 
We  cannot  have  two  yardsticks.  We  cannot,  with  con- 
venience or  profit  to  ourselves,  have  two  standards  of 
value.  If  the  merchant  is  authorized  to  sell  either  thirty- 
five  or  thirtvsix  inches  of  cloth  for  a vard,  as  he  mav 

t,  t » 

elect,  he  will  always  sell  by  the  shorter  measure,  unless 
on  special  contract.  If  the  debtor  may  legally  p.ay  his 
debt  in  a dollar  worth  ninetvfive  cents  or  in  one  worth  a 

ft. 

hundred  cents,  as  he  may  prefer,  he  will  always  pay  in 
ninetyfivecent  dollars,  unless,  by  special  arrangement,  he 
obliges  himself  to  do  otherwise. 

More  than  three  centuries  ago,  long  before  the  law  of 


() 

gravitation  was  discovered,  one  of  the  great  fundamental 
principles  governing  all  monetary  systems  was  announced. 
That  principle  was  first  observed,  and  formally  declared, 
by  Sir  Thomas  Gresham,  the  founder  of  the  Royal 
Exchange  in  London.  PTom  him  it  takes  its  name  as 
Gresham’s  Law.  Observing  the  phenomena  of  the  finan- 
cial world,  just  as  Newton  afterward  observed  the 
phenomena  of  Nature.  (Tresham  announced  as  a fixed 
principle  the  financial  thesis  that  bad  money  will  always 
drive  out  good  money,  but  good  money  cannot  drive  out 
bad. 

This  law  began  to  assert  itself  witli  the  first  organiza- 
tion of  society.  No  human  fiat  has  ev(‘r  been  able  to 
annul  it,  or  ever  will  be.  Over  all  attempts  to  establish 
free  coinage,  or  the  double  standard,  whenever  or  wher 
ever  made,  it  has  asserted  its  resistless  sway.  The  opera- 
tions and  effects  of  the  free  coinage  or  double  standard 
scheme  are  therefore  inseparaV)le  from  this  law,  and  in 
that  relation  must  thev  be  studied. 

In  embarking  upon  an  investigation  of  this  kind, 
Americans,  particularly,  find  their  most  advantageous 
point  of  departure  in  the 

MONETARY  HISTORY  OF  GREAT  BRITAIN. 

“ In  England,”  says  Professor  devons-,  “silver  was  the 
only  metal  coined  from  the  time  of  Egbm-t  [800-887 j to 
that  of  Edward  III  [1827-1877]  witli  the  doubtful  excep- 
tion of  a very  few  pieces  of  gold.  Silver  was  the  sole  legal 
tender  and  measure  of  value,  and  few  coins  except  silver 
pennies  were  issued.  * * * The  Plantagenet  kings^, 

finding  that  though  they  coined  only  silver,  the  people 
made  use  of  gold,  eventually  began  to  issue  gold  coins, 
and  fixed  the  rates  at  which  they  should  be  exchanged  for 
silver  coins.  In  the  absence  of  any  special  regulations  to 
the  contrary,  this  constituted  a double  tender  system.” 
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When  the  ratio  of  values  between  the  metals  failed  to 
coincide  with  that  involved  in  the  relative  weights  of  the 
coins,  attempts  were  made  to  correct  the  discrepancy  by 
j royal  proclamation.  From  1664  to  1717  no  decrees  of  this 

) ♦ kind  were  issued,  and  the  current  silver,  having  become 

inferior  by  wear  and  clipping,  took  the  place  of  gold 
and  became  the  sole  standard  of  value. 

The  periods  thus  briefly  sketched  embrace  several 
centuries  of  experimentation  in  bimetallism  and  silver 
I monometallism,  accompanied  by  perpetal  changes  in  the 

! standard,  resulting  in  great  losses  and  hardships  to 

j the  people.  Early  in  the  fifteenth  century  the  English 

currency  became  so  debased  from  various  causes  that  a 
* law  was  enacted  providing  that  all  money  should  be 

passed  only  l).v  weight,  and  that  all  light  and  vitiated 
pieces  should  be  taken  to  the  Tower  and  recoined.  In 
I the  reign  of  Edward  VI.  (1547-1558)  the  currency  reached 

5 its  worst  condition  of  depreciation,  and  was  in  such  a 

i state  of  confusion  and  fluctuation  that  the  seller  scarcely 

ever  knew  what  value  he  would  receive  for  his  goods. 
During  all  this  time  the  bimetallic  (free  coinage)  standard 
was  in  vogue.  King  Edward  VI.  vigorously  endeavored  to 
correct  the  prevailing  currency  evils,  but  no  very  impor- 
tant progress  was  made  in  this  direction  until  1601,  when 
i 4 Queen  Elizabeth  signalized  the  beginning  of  her  reign  by 

* redeeming  the  silver  coinage  from  its  deplorable  debase- 

ment, and  making  it  better  than  it  had  hitherto  been 
( since  the  accession  of  Henry  VI 11. 

(During  the  reigns  of  James  1.  and  Charles  II.  the  gold 

coinage  increased,  but  every  effort  made  by  the  govern- 
ment to  establish  a legal  ratio  between  gold  and  silver 
only  resulted  in  confusion.  Sometimes  the  one  metal 
vanished,  and  sometimes  the  other,  just  as  the  one  or  the 
other  happened  to  be  the  more  valuable.  At  length. 
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the  government  ceased  to  interfere  with  the  ratio,  and  the 
single  silver  standard  was  for  a time  resumed. 

Such  was  the  state  of  alfairs  when,  during  the  latter 
half  of  the  seventeenth  eenturv,  the  unsatisfactorv  condi- 
tion  of  the  silver  currency  brought  on  a discussion,  in 
which  the  illustrious  philosopher,  Lock(‘,  took  a promi- 
nent part.  Silver  l)eing  at  that  time  overvalued  in 
France,  as  compared  with  its  ratio  in  England,  all  the 
lull  weight  coins  took  llight,  leaving  only  the  worn  and 
mutilated  pieces  for  English  use.  Thus  the  Gresham 
law  again  asserted  itself,  the  bad  silver  driving  out  the 
good.  As  a remedy  Ibr  this,  the  Master  of  the  Mint,  Mr. 
Lowndes,  proposed  that  tlie  Troy  pound  of  standard  silver 
should  be  debased  tweniytive  per  cent,  at  one  stroke,  but 
Locke  opposed  this  measure,  and  strongly  recommended 
that  after  a certain  date  the  clipped  and  hammered  coins 
should  pass  by  weight  onlv.  Disregarding  Locke’s  advice, 
the  government  undertook  to  recoin  the  entire  mass  of 
clipped  and  worn  silver,  and  make  it  full  weight  without 
changing  its  legal  ratio  to  gold,  but  this  only  stimulated 
the  export  of  silver,  and  in  1()9()  gold,  being  relatively  the 
cheaper  metal,  l)ecatne  the  standard.  It  has  been  claimed 
that  this  result  was  due  to  the  arbitrary  oreference  of  the 
people  for  gold,  but  the  circumstances  clearly  show  that 
such  was  not  the  case.  It  was  due  to  the  operations  of 
the  inexorable  linancial  law  that  whenever  two  metals 
are  equally  recognized  as  money,  the  worse  always  drives 
out  the  better. 

The  double  standard  being  still  nominallv  maintained 
in  Plngland,  although  gold  was  in  fact  the  measure  of  all 
values,  the  only  silver  remaining  in  circulation  was  that 
which  was  too  inferior  for  export.  Thus,  bimetallism,  as 
we  perceive,  gave  the  people  a poorer  ( urrency  instead 
of  a better  one,  and  sent  their  choice  coins  abroad  for  the 
benefit  of  foreigners. 
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Meanwhile,  Sir  Isaac  Newton  liecame  Master  of  the 
Mint,  and  was  requested  to  suggest  measures  of  relief. 
In  response  to  this  request,  Newton,  in  1717,  made  his 
famous  report,  in  which  he  recommended  that  the  value 
of  the  guinea  should  be  reduced  from  twentyone  shillings 
sixpence  to  twentyone  shillings.  This  suggestion  was 
carried  into  effect,  and  the  English  guinea  has  been  so 
valued  and  coined  ever  since.  Alter  this  measure,  the 
double  standard  continued  to  prevail,  since  the  coinage 
of  both  gold  and  silver  was  still  legally  unlimited,  and 
deferred  payments  might  be  made  in  either  metal;  but 
inasmuch  as  gold  was  still  overvalued  about  one  and  one- 
half  ])er  cent.,  no  silver  coins  of  legal  weight  and  purity 
would  remain  in  circulation,  and  all  such  were  either 
melted  down  or  exported.  Gold,  therefore,  became  the 
sole  standard,  in  fact,  although  it  was  not  so  in  law,  and 
it  has  continued  to  be  the  sole  standard  in  Eniiland  trom 
that  day  to  this.  Thus,  to  Sir  Isaac  Newton,  the  match- 
less scientist,  is  the  world  indebted  tor  one  of  the  most 
beneficent  and  far-reaching  currency  reforms  in  the 
historv  of  finance. 

4 

The  ratio  between  gold  and  silver,  which  had  been 
14.81:1  in  1700,  rose  told. “22:1  in  17l0,and  throughout  the 
eighteenth  century  the  store  of  gold  steadily  increased 
under  the  Newtonian  policy.  Nevertheless  none  but  the 
debased  silver  coins  would  circulate,  until  1774,  when 
Parliament  provided  that  silver  should  no  longer  be  a 
legal  tender,  except  by  weight,  for  more  than  twentyfive 
pounds  sterling.  lender  the  operations  ol'  this  ““  demone- 
tizing’' act,  as  it  would  be  called  in  this  country,  the  gold 
ratio  advanced  to  Id. 42,  and  for  the  first  time  in  ^seventy 
years  silver  began  to  lie  lirought  to  the  mint  for  coinage. 
The  silver  coins  were  still  so  scarce  and  worn,  however, 
that  practicallv  thev  continued  to  be  served  merelv  as 
tokens;  and  ai'cordingly,  in  ISOd.  ( 'liarles  Jenkinson.  the 
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first  Lord  Liverpool,  brought  forward,  as  a general  measure 
of  currency  reform,  his  plan  for  a composite  legal  tender. 
This  plan,  which  Jenkinson  supported  by  a masterly 
argument,  was  carried  into  eflect  in  181(1,  and  since  that 
time  has  formed  the  basis  of  the  English  monetary  system. 

Such,  in  brief,  were  the  successive  steps  in  the  evolu- 
tion of  a coinage  policy  in  pursuance  of  which  the  United 
Kingdom  has  achieved  the  commercial  and  financial  su- 
premacy of  Europe. 

The  plan  of  the  composite  legal  tender  is  thus  de- 
scribed bv  Professor  Jevons : 

V 

“ Coins  of  one  metal  are  adopted  as  the  standard  of 
value  and  principal  legal  tender,  and  subordinate  token 
coins  of  other  metals  are  furnished  for  the  purpose  ot 
subdivision,  being  recognized  as  legal  tender  only  lor 
small  amounts.  The  values  of  these  token  coins  depend 
upon  that  of  the  standard  coins  for  which  they  are  legally 
exchangeable,  and  care  is  taken  to  make  their  weights 
such  that  the  metallic  value  will  always  be  less  than  their 
legal  value.  No  profit  can  ever  be  made  by  melting  such 
coins,  or  removing  them  from  the  country,  and  their  ratio 
of  exchange  with  the  principal  coins  is  always  a simple 
ratio  fixed  bv  law.” 

t/ 

Upon  the  final  adoption  of  this  plan  it  was  provided 
that  the  Troy  pound  of  silver  should  be  coined  into  sixty- 
six  shillings  instead  of  sixtytwo  shillings,  the  previous 
rate.  This  was  done  to  prevent  silver  from  rising  rela- 
tively above  gold,  and  becoming  an  object  of  export. 
Silver  was  made,  and  still  remains,  a legal  tender  to  the 
extent  of  forty  shillings. 

Additional  subsidiary  coins  are  struck,  in  the  denomi- 
nations of  pence,  halfpence  and  farthings.  These  coins 
contain  ninetyfive  parts  of  copper,  four  of  tin  and  one  ot 
zinc,  and  are  a legal  tender  only  to  the  amount  of  one 
shilling. 
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Such  is  the  composite  standard  system  of  the  United 
Kingdom,  commonly  called,  or  rather  miscalled,  gold 
monometallism.  Gold  is  the  standard  and  the  principal 
legal  tender,  silv'er  a subsidiary  or  limited  legal  tender. 
The  two  metals  are  united,  as  it  were,  in  a marital  union, 
the  one  as  <‘hief  in  the  monetary  family,  the  other  as 
helpmeet.  Any  person  may  go  to  the  mint  and  have  gold 
converted  from  bullion  into  coin,  or  from  coin  into  bullion, 
at  the  expense  of  the  government,  but  no  one  is  author- 
ized to  take  silver  to  <^he  mint  and  demand  coin  for  it, 
and  the  Treasury  is  left  free  to  issue  what  amounts  or  de- 
nominations of  silver  coin  it  may  deem  commensurate 
with  the  needs  of  business.  Practically  the  issue  of  silver 
is  Koverned  bv  the  commercial  demands  for  that  metal 

made  upon  the  Bank  of  England. 

♦ 

GERMANY. 

In  the  German  monetary  system,  which  may  properly 
come  next  in  historical  sequence,  we  find  another  practi- 
cal exemplification  of  the  composite  legal  tender. 

The  condition  of  the  currency  in  the  German  States, 
prior  to  the  establishment  of  the  present  Empire,  was 
one  of  great  complexity  and  inconvenience.  Often  three, 
four,  or  half  a dozen  series  of  coins,  interconvertible  only 
bv  tedious  calculations,  were  in  current  use.  Not  only 
the  separate  States,  but  even  the  free  cities,  had  their 
own  separate  systems  of  coinage.  Kxcept  in  the  city  of 
Barmen,  silver  was  the  sole  standard  of  values,  and  had 
been  such  ever  since  the  period  of  gold  discovery  in  Cali- 
fornia and  Australia;  for  at  the  time  of  those  discoveries, 
such  had  been  the  alarm  raised  by  Chevalier  and  other 
European  economists,  as  to  the  probable  depreciation  of 
gold,  that  The  Netherlands,  Belgium,  and  the  German 
States,  had  all  demonetized  gold  and  adopted  silver  as  the 
sole  legal  tender.  The  value  unit  in  the  North  German 
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States  was  the  tlialer  — thirty  to  a Zoll\erein  pound  of 
silver — while  in  the  West  German  State's  the  unit  was 
the  Klienisli  a;ul(len  or  llorin  — tiftytwo  and  onehall'  to  a 
pound  of  silver.  By  an  Inter-State  Convention,  lield  at 
Vienna  in  1(S2T,  a new  universal  German  coin  known  as 
the  crown,  of  oneliftieth  pound  gold  tine,  was  adopted  for 
commercial  use,  but  owing  to  its  limited  coinage  and  its 
tluctuating  silver  value,  it  was  never  much  in  vogue.  The 
thaler  continued  to  l>e  the  principal  coin  of  the  country, 
and  was  a legal  tender  throughout  the  territories  repre- 
sented in  the  Vienna  Convention. 

At  the  time  the  present  Empire  was  established,  a 
general  reform  of  the  currency  had  become  an  imperative 
necessity,  and  was  at  once  inaugurated.  This  reform  has 
])rove<l  to  be  one  of  the  greatest  blessings  which  the 
Empire  has  conferred.  It  has  been  alike  benelicial  to 
domestic  industry  and  foreign  commerce.  Out  of  con- 
t'usion  it  has  brought  system,  and  out  of  commercial 
obstruction  and  uncertaintv,  facilitv  and  stabilitv. 

Up  to  the  adoption  of  this  reform,  the  silver  standard 
had  ])revailed  iti  most  of  the  German  Stales.  By  legisla- 
tion of  December  4,  1S71,  and  July  9,  1878,  the  gold 
standard  was  introduced.  Under  the  new  svstem  thus 
adopted  the  unit  of  the  money  of  account  is  the  reichs- 
mark (commonly  called  mark),  valued  at  the  Unitetl 
States  Customhouse  at  28.8,  but  usually  exchangeable  at 
the  rate  of  four  and  oneciuarter  for  an  American  dollar. 

A silver  thaler  is  the  e([uivalent  of  three  marks.  One, 
two.  live  and  hallmark  pieces  are  also  coined.  The  gold 
pieces  are  of  the  denominations  of  tive,  ten  and  twenty 
marks.  Any  person  may  have  gold  coined  into  twenty- 
mark  pieces,  on  his  own  account,  by  payment  of  a seign- 
iorage of  three  marks  per  pound  of  tine  gold.  Silver  is 
coined  only  on  government  account,  the  right  to  have  it 
coined  on  private  account  having  been  annulled.  The 
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gold  coins  are  unlinnted  legal  tender,  but  the  imperial 
silver  coins  are  legal  tender  for  not  over  twenty  marks, 
and  the  nickel  and  copper  coins  for  not  over  one  mark. 
This  is  substantially  the  English  system  of  composite 
^ currency,  the  subsidiary  coins  being  tokens.  Gold,  silver 

and  Imperial  Bank  paper  circtdate  freely  side  by  side, 
gold  and  paper,  except  for  small  transactions,  being  gen- 
erally preferred.  The  Imperial  Baidv  has  its  branches  in 
all  parts  of  the  Empire,  and  its  j)a])er.  t)eing  redeemable 
in  gold,  is  everywhere  current.  The  ]>aper  currency  ot 
the  individual  States  has  been  withdrawn,  and  in  lieu  ot 
it  are  circulated  the  notes  of  the  lmi)erial  Treasury. 

The  withdrawal  of  the  old  coin  issues  was  effected  with 
great  difficulty,  and  has  probalffy  not  evcm  yet  been  fully 
accomplished.  Owing  to  the  impossibility  of  exchanging 
at  once  the  new  Imperial  coins  for  the  coins  of  the  differ- 
ent States,  the  laws  continued  to  recognize  the  old  coins 
of  the  States  as  legal  tender  at  the  rate  of  one  thaler  for 
three  marks  of  gold,  which  was  about  eipiivalent  to  the 
proportion,  between  gold  and  silver,  of  Id.d:!.  In  with- 
drawing the  obsolete  silver  coinage  the  Government 
began  with  the  older  issues  and  the  gulden  circulation  of 
South  Germany  before  coping  with  the  vast  distribution  of 
the  thaler  pieces.  Ep  to  March,  187(5.  old  silver  had  been 
taken  out  of  circulation  to  the  amount  of  $ I ln,(HH),(IO(). 

^ Much  of  this  withdrawn  silver  was  sold  in  India;  an 

attempt  to  market  a portion  of  it  in  Erance  precipitated, 
as  we  shall  see,  the  breakdown  ot  the  doublestandard 
scheme  of  the  Latin  Union. 

Pending  the  transmutation  of  the  withdrawn  thalers 
into  imperial  currency  they  were  stored  in  the  vaults  ot 
the  Imperial  Bank.  Being  still  legal  tender,  the  bank 
was  authorized  to  use  them  in  redeeming  its  notes,  and 
it  is  a highly  significant  fact  that  this  option,  although 
not  exercised,  produced  sufficient  uncertainty  as  to  the 
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maintenance  of  the  gold  standard  to  make  a difference  in 
favor  of  London,  against  Berlin,  of  from  onehalf  to  one 
per  cent,  in  the  price  of  exchange.  For  this  reason  an 
immense  volume  of  commercial  business,  extending  all 
over  Europe,  and  into  the  far  East,  was  diverted  from  the 
German  to  the  English  metropolis.  Such  is  the  import- 
ance, in  commercial  affairs,  of  a stable  nu^asure  of  values, 
and  such  is  one  of  the  methods  by  which  such  a standard 
has  enormously  contributed  to  the  financial  prosperity  of 
England. 

After  the  complete  withdrawal  and  conversion  of  the 
thaler  pieces,  no  German  silver  coins  will  be  a domestic 
legal  tender  for  a sum  greater  than  twenty  marks. 

As  Germany  is  not  to  any  large  extent  a goldproducing 
country,  the  war  indemnity  paid  her  by  France  came  most 
opportunely  for  the  reconstruction  of  her  currency  system 
on  a gold  basis.  Of  the  total  indemnity,  amounting  to 
one  thousand  million  dollars,  less  than  fifty  millions  were 
paid  in  silver  fivefranc  pieces,  and  of  this  sum  of  fifty 
millions  nearlv  twentv  millions  were  coined  from  silver 
bought  in  Germany  for  that  purpose.  Because  of  the 
decline  of  silver  in  the  German  market,  this  purchase 
(92,000,000  francs)  was  made  in  Hamburg  by  the  French 
Government,  and  was  coined  into  fivefranc  pieces  which, 
under  the  treaty  arrangement,  had  to  be  accepted  by 
Germany  at  par.  This  was  a shrewd  financial  expedient 
on  the  part  of  France,  but  Germany  more  than  matched 
it  by  availing  herself  of  the  free  coinage  of  the  Latin 
Union  to  dispose  of  the  whole  amount  of  silver  thus 
dumped  upon  her.  at  par,  in  France  and  Belgium.  Under 
an  international  freecoinage  compact,  this  country,  it 
bound  by  it,  could  be,  and  probably  would  be,  made  a 
receptacle  of  surplus  silver,  just  as  France  was  in  this 
particular  instance. 
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THE  L,\TIN  MONETARY  UNION. 

The  double  standard,  purposely  adopted  as  a national 
currencv  svstem,  made  its  advent  in  F'rance,  under  the 
^ auspices  of  the  Revolution.  For  more  than  four  centuries 

prior  to  that  epoch,  the  franc,  with  frequently  altered 
value,  had  been  the  unit  of  the  French  money  of  account. 
Coins  bearing  the  name  of  franc  were  first  struck  in  1360, 
under  the  reign  of  John  the  Good.  They  were  composed 
of  fine  gold,  and  weighed  two  and  onehalf  pennyweights 
each.  Their  weight  was  afterwards  reduced  to  about  two 
pennyweights.  Silver  francs  were  lirst  coined  in  1575, 
and  had  a current  value  of  twenty  sous,  afterwards  in- 
creased to  twentyone  sous.  Owing  to  its  depreciation 
* by  clipping,  the  franc  was  superseded  by  the  silver  louis, 

but  it  continued  to  be  the  money  of  valuation.  At  length, 
in  1796,  the  franc  was  divided  into  hundredths  called 
centimes,  and  its  legal  weight  was  fixed  at  3.215  penny- 
weights, ninetenths  tine.  This  franc  was  adopted  as  the 
monetary  unit,  and  its  multiples  were  coined  in  both  gold 
and  silver.  The  law  by  which  this  was  accomplished  was 
that  of  the  revolutionary  date  of  twentyeighth  Thermidor, 
a/}  (year)  III,  and  was  the  outcome  of  i>ropositions  sub- 
mitted to  the  National  Assembly  by  IMirabeau,  providing 
that  silver  should  be  made  the  constitutional  (legal  tender) 
4 money,  and  that  gohl  and  copper  should  be  used  as 

“additional  signs  of  value.” 

In  the  year  IX  of  the  French  Republic.  Gaudin,  then 
Minister  of  Finance,  proposed  that  the  legal  ratio  between 
the  sold  coins  and  the  silver  ones  should  be  15.5:1. 
This  ratio  was  deemed  sufficiently  approximate  to  that  of 
the  existing  market  values  of  the  two  metals  to  enable 
the  coins  to  circulate  side  by  side  for  a long  period  of 
time.  By  the  celebrated  law  of  1803,  known  as  la  loi 
da  7 Germinal^  an  AY,  the  scheme  of  Gaudin,  including 
the  free  coinage  of  both  gold  and  silver,  was  ado])ted.  and 
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bimetallism  was  legally  established  in  France  as  a national 
system. 

But  the  ratio  thus  fixed  undervalued  gold;  accord- 
ingly, that  metal,  pursuant  to  the  Gresham  law,  disap- 
peared from  circulation,  and  the  current  money  of  France 
lapsed  into  a residuum  of  clumsy  fivefranc  pieces  known 
as  ecus.  Thus,  by  Nature’s  inevitable  fiat,  the  scheme  of 
Gaudin  was  metamorphosed  into  the  scheme  of  Mirabeau, 
and  silver,  being  the  cheaper  metal,  became,  in  effect,  the 
constitutional  standard,  with  gold  and  copper  as  “ addi- 
tional signs  of  value.” 

This  state  of  affairs  continued  without  essential  change 
until  the  California  gold  discoveries  of  1848-9,  and  those 
in  Australia  in  1851,  precipitated  into  the  business  cur- 
rents of  the  world  an  unexampled  quantity  of  that  metal. 
The  annual  gold  product  at  the  beginning  of  the  present 
century  was  but  $15,000,000;  in  1846  the  yield  of  the 
Russian  placers  raised  it  to  the  amount  — then  unpre- 
cedented— of  $43,000,000;  which  sum  the  product  of 
California  and  Australia  increased  by  1853  to  the  enor- 
mous amount  of  $165,000,000.  As  the  annual  production 
of  silver,  contemporary  with  this  maximum  product  of 
gold,  was  but  $ 10,000, OOOj  and  vast  quantities  of  silver 
continued  to  be  shipped  to  India,  great  apprehension  was 
felt  by  European  economists  that  gold  would  heavily  and 
permanently  depreciate.  Accordingly,  Germany  and  sev- 
eral other  commercial  countries  demonetized  gold,  but 
the  fears  which  prompted  this  action  did  not  prove  to  be 
well  grounded.  General  prices  advanced  somewhat,  but 
not  nearly  so  much  as  had  been  anticipated.  The  great 
rise  in  silver  which  had  been  expected  also  failed  to  be 
realized.  The  prices  of  that  metal  from  1848  to  1856  — 
eight  years  — ranged  from  fiftynine  and  onehalf  to  sixty- 
one  and  onehalf  pence  per  ounce — a variation  of  but  four 
cents  in  United  States  money. 
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Trifling  as  this  variation  was,  it  sufficed  to  completely 
reverse  the  relations  of  gold  and  silver  in  France.  Pur- 
suant to  the  arbitrary  ratio  fixed  by  law,  silver  became 
e the  undervalued  metal,  and  rapidly  disappeared  from  cir- 

^ culation.  In  the  beginning  of  the  century  gold  had  given 

I way  to  silver;  now,  for  like  reasons,  silver  gave  way  to 

gold. 

Let  us  recapitulate  a little  in  order  that  we  may  sketch 
in  perspicuous  continuity  the  operations  of  the  double 
I standard. 

I The  law  of  1803  provided  that  the  franc  should  con- 

tain five  grains  of  standard  silver,  ninetenths,  or  nine 
i hundred  onethousandths,  fine,  and  that  the  kilogram  of 

I standard  gold  of  the  same  fineness  should  be  coined  into 

I 155  twentyfranc  pieces.  That  is  to  say,  the  legal  ratio  be- 

\ tween  the  two  metals  was  fixed  at  15.5:1.  On  payment  of 

' a small  coinage  charge,  any  person  could  obtain,  at  Paris, 

coin  of  either  metal  in  exchange  for  fine  bars  of  the  same. 

I But  the  market  ratio  of  gold  and  silver,  which,  up  to  the 

( beginning  of  the  nineteenth  century  had  always  been  be- 

I low  15.5:1,  now,  under  the  law  of  1803,  steadily  ranged 

j above  that  point.  From  1801  to  1850,  inclusive,  gold  com- 

( manded  a premium,  and  was  melted  down  for  mechanical 

I uses,  or  for  export.  In  other  words,  during  the  first  half 

^ of  the  century,  the  doublestandard  or  freecoinage  law 

drove  gold  from  circulation,  and  filled  AVestern  Europe 
with  a redundancy  of  silver  coin.  The  intended  effect  of 
the  law  was  to  establish  a bimetallic  currency;  its  practi- 
, cal  effect  was  to  produce  a monometallic  one;  and  while 

■ j the  composite  system  held  gold  and  silver  together  in 

England,  the  bimetallic  one  drove  them  asunder  in 
France.  But  as  soon  as  the  American  and  Australian 
discoveries  made  gold  the  cheaper  metal,  enormous  quan- 
tities of  it  were  brought  to  the  French  mints  for  coinage. 
Consequently,  from  1851  to  1867,  there  were  coined  in 
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France  5,806  million  francs  gold  against  393  million  francs 
silver,  and  immense  quantities  of  silver  currency  disap- 
peared. Of  the  silver  shipments  to  India  during  this 
period,  valued  at  4,000  million  francs — it  is  estimated 
that  more  than  half  consisted  of  the  melted  coinage  of 
the  four  francusing  countries  — France.  Belgium,  Italy 
and  Switzerland. 

This  exodus  of  silver,  and  particularly  of  the  smaller 
coins  of  that  metal,  caused  great  public  inconvenience; 
in  Belgium  it  was  so  sweeping  that  the  stock  of  divisional 
coins  became  greatly  inadequate  to  the  requirements  of 
business.  Impelled  by  this  stress,  Belgium,  Italy  and 
Switzerland  made  various  statutory  attempts  to  check 
the  flight  of  the  small  coins  by  reducing  the  intrinsic 
value  of  the  franc  and  its  multiples.  In  consequence  of 
these  regulations  the  Iractional  coins  of  France  became 
more  valuable  than  those  of  Switzerland;  the  French 
onefranc  piece  outvalued  that  of  Italy,  and  the  twenty 
and  fiftycetime  pieces  of  France  were  of  less  value  than 
the  Belgian  coins  of  like  denomination.  It  therefore  be- 
came profitable  either  to  melt  down  the  French  divisional 
coins  into  bars,  or  to  export  them,  and  especially  to  export 
them  to  Switzerland,  whose  coins  of  the  same  denomina- 
tions were  inflexibly  excluded  from  the  public  offices  of 
France. 

In  this  emergency  Belgium  came  forward  with  propos- 
als that,  for  the  purpose  of  establishing  uniformity  in  the 
divisional  coinage,  and  for  mutual  protection  against  spec- 

Iulators,  a monetary  union  should  be  formed  between  all 

the  countries  which  had  adopted  the  franc  as  the  unit  of 
their  currency.  For  the  consideration  of  this  scheme,  a 
conference  of  the  States  suggested  as  parties  to  it  was 
held  at  Paris  in  1865.  At  this  conference,  Belgium, 
seconded  by  Italy  and  Switzerland,  proposed  adoption  of 
the  gold  standard,  and  that  all  the  silver  coins  should  take 
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the  position  of  subsidiary  divisional  money,  but  France 
would  not  agree  to  this  without  first  submitting  the  ques- 
^ tion  to  an  exclusively  French  committee.  Finally  the 

conferring  powers  adopted  the  French  (free)  coinage 
system,  and  agreed  to  reduce  the  value  of  all  silver  coins 
I of  less  denomination  than  fiv^efrancs  to  a token  basis,  in 

order  that,  being  worth  more  legally  than  they  were  actu- 
ally,  such  coins  could  not  be  melted  or  exported  with  profit. 
The  amount  of  this  reduction  was  equivalent  to  7.25  per 
cent.;  that  is  to  say,  from  900  to  835  parts  in  1,000.  It 
was  further  agreed  that  the  divisional  coins  should  be 
legal  tender  to  the  extent  of  fifty  francs,  and  that  the 
amount  of  such  pieces  to  be  coined  in  any  single  country 
Jf  of  the  Union  should  not  exceed  six  francs  per  inhabitant, 

l'  The  French  law  had  already  limited  the  legal  tender 

' quality  of  the  copper  coins  to  sums  below  five  francs  in 

any  single  payment. 

The  terms  of  the  convention  stipulated  that  it  should 
continue  until  J uly  1, 1880,  and  that,  if  not  repealed  a 
year  before  that  date,  it  should  remain  in  force  for  suc- 
cessively renewed  periods  of  fifteen  years  until  repealed. 
The  compact  was  concurred  in  by  the  Commissioners  on 
' December  23. 1865,  and  took  effect  August  1, 1866.  One 

of  its  conditions  being  that  any  additional  country  might 
X I join  the  convention  by  accepting  its  obligations.  Greece 

acceded  to  it  in  1868,  and  thus  was  completed  the  quin- 
tuple league,  which  has  since  been  known  as  the  Latin 
Monetary  Union.  Let  us  briefly  sketch  the  history  of  its 
^ operations. 

It  has  been  often  stated,  and  is  an  obvious  corollary  of 
' the  Gresham  Law,  that  when  a nation  opens  its  mints  to 

the  coinage  of  two  different  metals  of  varying  values,  on 
equal  terms,  it  will  be  perpetually  liable  to  change  from 
one  to  the  other.  Whenever,  under  such  conditions,  one 
of  the  metals  depreciates  in  the  standard  of  the  other,  it 
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will  be  brought  to  the  mints  for  coinage,  and  when  coined 
will  be  used  to  buy  and  remove  the  metal  of  higher  value. 
In  other  words,  such  a country  will  always  be  taking  the 
worse  metal  and  giving  the  better  — always  exchanging 
silver  for  gold  or  gold  for  silver,  just  as  the  market  rela- 
tions of  the  two  metals  happen  to  vary.  Such,  inevitably, 
is  the  action  of  the  Gresham  Law  under  the  double- 
standard system,  and  precisely  such  was  the  manner  of 
its  operations  in  the  States  of  the  Latin  Union. 

The  formation  of  the  Union  took  place  just  after 
the  civil  war  in  the  United  States  had  closed.  During  the 
continuance  of  that  war  the  European  cotton  supply  had 
to  be  derived  largely  from  India,  and  this  circumstance, 
with  others,  produced  a great  demand  for  silver  for  remit- 
tance to  the  East.  France  was,  therefore,  enormously 
drained  of  silver  for  export  to  India,  and  was  surfeited 
with  gold  But  soon  after  1866  these  conditions  were 
essentially  changed.  The  export  of  American  cotton 
having  been  resumed,  the  transmission  of  silver  to  India 
heavily  declined ; at  the  same  time  the  silver  supply  from 
the  United  States  was  immenselv  increased.  Whereas, 
the  silver  product  of  the  United  States  amounted  to  but 
two  million  dollars  in  1861,  ten  millions  in  1866,  and 
sixteen  millions  in  1870,  it  rose  in  1873  to  thirty-six 
millions^.  In  round  numbers,  the  declared  silver  imports 
of  Great  Britain  in  1870  were  sixteen  million  dollars,  in 
1871  twentyeight  millions,  in  1872  twentytwo  millions, 
and  in  1873  twentynine  millions.  Meanwhile,  in  1871 
Germany  began  the  reform  of  her  currency  system,  and 
the  withdrawal  and  sale  of  large  quantities  of  her  old 
silver.  In  consequence  of  all  this,  the  Latin  Union  States 
were  deluged  with  silver,  and  the  market  ratio  of  that 
metal  to  gold,  which  had  been  15.44:1  in  1866,  rose  to 
15.57:1  in  1867,  to  15.60:1  in  1868,  to  15.63:1  in  1872,  to 
15.90:1  in  1873,  and  to  16.15:1  in  1874.® 
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It  has  been  asserted  that  in  this  emergency  the  Latin 
Union  furnished  an  “equilibrating  apparatus”  by  which 
the  possible  depreciation  of  silver  was  greatly  retarded, 
and  that  if  France  had  only  continued  to  act  as  a “ great 
compensatory  pendulum,”  and  had  been  willing  to  bear 
the  cost  and  inconvenience  of  so  doing,  she  would  have 
reaped,  with  other  nations,  the  advantages  of  increased 
steadiness  in  the  value  of  the  precious  metals.  But 
France  did  not  perceive  that  it  was  her  duty,  or  would  be 
for  her  profit,  to  act  upon  that  hypothesis.  The  French 
people  had  been  educated  to  the  use  of  gold,  and  when 
they  saw  the  beautiful  gold  napoleons,  halfnapoleons  and 
fivefranc  pieces  making  way  for  the  clumsy  old  silver 
ecus,  they  were  not  pleased.  The  obligation  which  free 
coinage  imposed  upon  them  of  purchasing  castoff  silver, 
for  the  convenience  of  Germany,  chafed  them  still  more. 
They  had  adopted  the  doublestandard,  not  for  the  profit 
of  their  neighbors,  or  for  the  general  welfare  of  mankind, 
but  for  their  own  benefit ; and  they  declined  to  bear  any 
longer  the  expense  and  inconveniece  of  the  contrivance, 
to  whatever  extent  other  countries  or  the  world  at  large 
might  be  profited.  Such  being  the  case,  the  Latin  Union, 
in  1874,  suspended  the  coinage  of  legaltender  silver,  just 
as  it  had  already  limited  the  coinage  of  divisional  silver, 
and  the  doublestandard  system  practically  ceased  to 
exist.  Thereafter,  in  France  and  in  the  States  associated 
with  her  in  the  monetary  league,  silver  became  a subsi- 
diary or  token  coin,  and  the  doublestandard  gave  place 
to  a composite  system  practically  the  same  as  that  of 
England  and  Germany. 

At  present  the  Latin  Union  is  said  to  be  in  an  “ expec- 
tant attitude,”  or  that  of  “ waiting  for  something  to  turn 
up.”  The  expectation  seems  to  be  that  a general 
bimetallic  union  will  be  formed,  in  which  the  United 
States  and  all  the  leading  nations  of  Europe  will  take 
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part.  To  this  hope  considerable  encouragement  has  been 
extended  from  this  side  of  the  Atlantic.  At  the  invita- 
tion of  the  United  States,  an  International  Monetary 
Conference  assembled  in  August,  1878,  in  Pari§.  The 
primary  purpose  of  this  Conference  was  that  of  establish- 
ing, by  international  agreement,  a fixed  ratio  between 
gold  and  silver.  The  countries  represented  were  Austria- 
Hungary,  Belgium,  France,  Great  Britain,  Greece,  Italy, 
The  Netherlands,  Russia,  Sweden-and-Norway,  Switzer- 
land, and  the  United  States.  Germany  sent  no  delegation 
and  took  no  part  whatever  in  the  Conference.  The  Com- 
missioners on  the  part  of  the  United  States  were  Messrs. 
Reuben  E.  Fenton,  W.  S.  Groesbeck,  Francis  A.  Walker, 
and  S.  Dana  Horton,  the  latter  acting  as  Secretary  to  the 
American  Commission.  This  Conference  furnished  an 
opportunity  for  discussion  and  the  comparison  of  views, 
but  accomplished  nothing  definite.  Great  Britain  appeared 
to  be  willing  to  promote  the  use  of  silver  only  so  far  as  she 
could  do  so  without  compromising  her  position  as  a 
gold  standard  stale.  Switzerland,  although  a member  of 
the  Latin  Union,  gave  unequivocal  expression  in  favor 
of  the  gold  standard  for  all  Europe.  To  the  dismay  of 
France,  Belgium  — also  of  the  Latin  Union  — opposed 
the  double  standard  strongly.  Russia  reserved  her  deci- 
sion until  she  should  be  prepared  to  resume  her  specie 
payments.  The  Commissioners  representing  the  United 
States  expressed  their  position  in  the  following  terms  : 

“The  use  of  both  gold  and  silver  as  unlimited  legal 
tender  money  may  be  safely  adopted,  (1)  by  equalizing 
them  at  a relation  to  be  fixed  by  international  agreement; 
and  (2)  by  granting  to  each  metal,  at  the  relation  fixed, 
equal  terms  of  coinage,  making  no  distinction  between 
them.” 

This  proposition  was  not  approved.  On  the  contrary, 
the  Conference  declared,  by  a decided  vote,  that  no  en- 
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gagement  could  be  entered  into  as  to  the  free  coinage  of 
silver,  and  that  this  excluded  discussion  as  to  the  adop- 
tion of  a common  ratio  between  silver  and  gold.  The 
influence  of  the  United  States  delegation  was  much  im- 
I ^ paired  by  the  suspicion  that  the  action  of  their  govern- 

ment in  soliciting  the  Conference  had  been  prompted  by 
its  large  silverproducing  interest.  It  was  further  re- 
marked as  a significant  fact  which  materially  influenced 
the  action  of  the  Conference,  that  the  most  ardent  advo- 
cates of  silver  were  States  which  were  either  in  financial 
embarrassment,  or  — like  the  United  States  at  that  time 
— afflicted  with  an  irredeemable  paper  currency. 

By  simultaneous  invitation  of  the  United  States  and 
^ France,  a third  International  Monetary  Conference  was 

held  in  Paris,  beginning  in  April,  1881.  Represented  in 
this  assembly  were  Austria-Hungary,  Belgium,  Denmark, 
Germany,  Great  Britain,  The  Netherlands,  Portugal, 
Russia,  Sweeden-and-Norway,  Switzerland,  the  United 
States  and  France.  The  delegates  representing  the 
United  States  were  Messrs.  Allen  G.  Thurman,  William 
M.  Evarts,  Timothy  0.  Howe,  and  S.  Dana  Horton. 

In  its  outcome,  this  Conference  was  not  more  fortunate 
than  its  predecessors  of  1867  and  1878.  Views  were  com- 
pared, interesting  documents  were  presented,  and  learned 
addresses  were  delivered,  but  no  definite  result  was  accom- 
^ plished.  The  German  government  oftered  to  retard  its 

sales  of  silver,  then  in  progress,  but  refused  to  change 
its  policy  otherwise,  or  to  take  any  part  whatever  in  a 
bimetallic  union.  The  British  delegates  declared  that 
I they  were  present  as  observers  merely,  and  could  take 

^ no  part  in  a Conference  supporting  the  principle  of  free 

bimetallic  coinage.  They  declined,  therefore,  to  vote  on 
any  of  the  propositions  submitted.  Speaking  for  the 
United  States,  Judge  Thurman  expressed  doubt  that  his 
government  would,  in  any  degree,  surrender  the  control 
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of  its  coinage  unless  a practically  universal  bimetallic 
union  should  be  formed. 

Such  being  the  position  and  sentiments  of  the  dele- 
gates, it  was  of  course  useless  to  undertake  the  formation 
of  a double  standard  league;  the  Conference  therefore 
adjourned  without  day. 

It  is  a significant  fact  that  not  only  has  the  Latin 
Union  been  unable  to  extend  its  boundaries,  but  that 
ever  since  its  organization  currency  reibrm  in  Europe  has 
uniformly  moved  toward  the  composite  system,  with  gold 
as  the  standard.  That  system  now  prevails  not  only  in 
the  United  Kingdom,  but  in  the  African  and  Australian 
colonies,  and  in  many  of  the  minor  possessions  of  the 
British  Empire.  Gold  has  become  the  measure  of  values 
in  Portugal  and  in  several  of  the  Soutli  American  states. 
Italy  has  resumed  specie  payments  on  a gold  basis. 
The  Scandinavian  kingdoms  of  Denmark.  Norway  and 
Sweden  have  all  adopted  the  gold  standard.  Holland 
has  taken  important  steps  in  the  same  direction,  and 
even  Japan  has  introduced  a gold  coinage.  Austria, 
althougli  counted  as  a “silver  state,”  is  endeavoring  to 
bring  her  finances  to  a gold  basis.  Even  in  the  Latin 
Union  States  the  double  standard  exists  merelv  in  name. 
The  Union  itself  has  but  feeble  power  of  cohesion. 
Belgium  and  Switzerland  both  desire  to  adopt  the  gold 
standard,  and  are  much  indisposed  to  remain  in  the 
Union.  The  league,  therefore,  now  leads  a precarious 
existence,  which  is  renewed  only  from  year  to  year.  The 
Swiss  government  reserves  the  right  to  withdraw  from 
it  at  any  time,  and  the  terms  on  which  the  different  par- 
ties to  the  compact  shall  redeem  their  coins  in  case  of  its 
dissolution  have  already  been  arranged. 
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iTHE  UNITED  STATES. 

In  the  New  World,  as  well  as  in  the  Old,  bimetallism 
is  by  no  means  an  untried  experiment.  Its  history 
I,  ^ reaches  back  to  colonial  times,  and  its  operations  have 

fi  been  governed  by  precisely  the  same  economic  laws  here 

as  in  Europe. 

The  earliest  coinage  for  the  American  colonies  con- 
sisted of  brass,  and  was  manufactured  in  the  Bermuda 
Islands  for  the  Virginia  Company  in  1612.  On  one  side 
the  coins  thus  provided  bore  the  legend,  “ Somers 
Islands.”  and  “ a hogge.  in  memory  of  the  abundance  of 
hogges”  found  in  the  wilderness  by  the  early  colonists. 
On  the  reverse  side  appeared  the  image  of  a ship  under 
* sail,  firing  a gun.  Considerable  silver  was  brought  into 

the  colonies  by  the  West  Indies  trade,  and  in  1652  “a 
mint  howse”  was  established  in  Boston.  Fi-om  this  mint 
was  issued  the  first  colonial  coinage.  Owing  to  the  plain- 
ness of  its  pieces  they  soon  suffered  debasement  by 
“washing  and  clipping,”  to  remedy  which  it  was  enacted 
, by  the  General  Court  that  “henceforth  both  shillings  and 

I smaller  pieces  shall  have  a double  ring  on  either  side, 

' with  this  inscription:  ‘Massachusetts,’  and  a tree  in  the 

j centre,  on  one  side,  and  ‘New  England,’  with  the  date  of 

the  year  on  the  other  side.”  Hence  this  coinage  took  the 
1 name  of  “ pinetree  currency.”  It  became  the  standard  of 

: value,  but  the  use  of  barter  currency  — consisting  of 

! wampum,  cattle,  musketballs  and  other  commodities  — 

continuing  to  be  legalized,  the  silver  was  either  smug- 
4.  gled  out  of  the  country  or  clipped.  Thus  the  bad  money 

.]?  either  drove  out  the  good  or  debased  it,  and  the  Gresham 

law  was  practically  illustrated  for  the  first  time  in  the 
colonial  coinage. 

In  1688  the  Boston  mint  was  suppressed  by  the  British 
Governor,  Andros,  and  paper  money  came  into  vogue. 
. Barter  money  thereupon  became  less  common,  but  was 
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not  entirely  discontinued.  The  depreciated  paper  money 
which  took  its  place  continued  to  prevail,  with  its  attend- 
ant losses  and  inconveniences,  until,  in  1745,  the  fortress 
of  Louisburg  was  wrested  from  the  French  by  the  New 
England  colonies,  and  Parliament,  to  ransom  the  strong- 
hold, sent  about  $ 600,000  in  coin  to  Massachusetts.  Bv 
this  remittance  that  colony  was  enabled  to  retire  its  paper 
and  pay  olF  its  debt.  Consequently,  in  1761.  gold,  as  well 
as  silver,  was  made  a legal  tender  in  ^Massachusetts,  but 
the  silver  being  overvalued  as  much  as  five  per  cent.,  it 
rapidly  disappeared  from  circulation;  thus  we  have 
another  exemplification  of  the  Gresham  Law  in  colonial 
finance.  Various  legislative  efforts  were  made  to  retain 
the  silver,  but  as  long  as  the  legal  ratio  between  that 
metal  and  gold  continued  to  differ  from  the  market  ratio, 
all  such  enactments  were  nugatorv. 

A few  years  later  the  War  of  Independence  broke  out, 
and  another  era  of  depreciated  paper  money  ensued. 
Having  no  power  to  raise  revenue  by  taxation,  the  Con- 
tinental Congress  undertook  to  provide  for  the  expenses 
of  the  war  by  issuing  legal  tender  bills  “ on  the  faith  of 
the  continent^.”  The  total  sum  of  this  paper  issued 
amounted  to  $ 350,000,000.  Franklin,  who  had  a contract 
for  printing  it,  maintained  that  this  kind  of  “money” 
was  as  good  as  any;  nevertheless, in  1780, the  Continental 
bills  were  worth  but  two  cents  on  the  dollar.  Meanwhile, 
the  French  alliance  enabled  Congress  to  obtain  loans  by 
means  of  which  specie  once  more  came  into  circulation. 
Another  agency  very  helpful  in  surmounting  the  financial 
difficulties  of  this  period  was  the  Bank  of  North  America, 

I which  was  established  in  Philadelphia,  and  still  exists. 

This  bank  issued  notes  redeemable  in  Spanish  dollars,  and 
co-operated  in  the  fiscal  operations  of  C^ongress.  But  in 
1786  the  debtors’  insurrection  known  as  Shay’s  Rebellion 
broke  out  in  New  England,  and  another  paper  money 
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mania  supervened.  Thus  do  political  and  financial  dis- 
order go  hand  in  hand. 

When  the  first  Congress  under  the  present  constitution 
met  in  1789,  no  United  States  coin  of  the  denomination 
of  the  dollar  existed,  the  unit  of  the  money  of  account 
being  then  based  on  the  Spanish  dollar,  which  had  long 
been  in  use.  Foreign  coins  of  all  nations  were  taken  at 
the  customhouse  at  a statutory  value.  In  1792  a code  of 
laws  was  passed  in  pursuance  of  which  the  National  Mint 
was  established  and  the  national  coinage  was  produced 
during  the  ensuing  fortvtwo  vears.  Alexander  Hamilton 
was  at  that  time  Secretary  of  the  Treasury,  and  to  him  the 
aljustment  of  the  coinage  was  referred.  In  his  report  to 
Congress,  Hamilton  expressed  the  opinion  that  “ a prefer- 
ence ought  to  be  given  to  neither  of  the  metals  [gold  or 
silver]  for  the  money  unit,”  and  recommended  that  Con- 
gress should  “ attach  the  unit  indiscriminatelv  to  both 
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metals.”  He  admitted  that  “one  consequence  of  over- 
valuing either  metal  in  respect  to  the  other”  wonld  be 
“the  banishment  of  that  which  is  undervalued,”  but  he 
conceived  that  a legal  ratio  between  the  two  metals  suf- 
ficiently near  to  the  market  ratio  to  keep  them  together 
could  be  established.  He  therefore  proposed  that  the 
unit  of  the  national  money  should  be  a dollar  of  one 
hundred  cents,  to  be  coined  in  both  gold  and  silver,  at  a 
proportion  between  the  metals  of  15:1.  These  sugges- 
tions were  adopted,  and  pursuant  thereto  a silver  dollar 
was  coined  weighing  416  grains  and  containing  892.4 
thousandths  fine,  or  371.25  grains  of  pure  silver.  This 
was  the  real  “ Dollar  of  the  Fathers.”  A gold  eagle,  of 
ten  dollars,  was  also  coined,  weighing  270  grains,  916f 
thousandths  (eleventwelfths)  fine.  Conformably  to  this 
standard  the  gold  dollar  contained  24.75  grains  of  pure 
gold.  The  smaller  coins  of  both  metals  were  of  the  same 
fineness  as  the  larger  ones,  and  of  proportionate  weight. 


28 

The  gold  and  silver  coins,  including  the  Spanish  milled 
dollars,  were  unlimited  legal  tender. 

But  while  the  ratio  established  by  Congress,  between 
gold  and  silver,  was  fifteen  to  one,  that  fixed  by  the 
French  government  was  15.5:1,  and  that  prevailing  in  the 
London  market  was  15.42:1.  Therefore,  silver  was  over- 
valued as  compared  with  European  standards,  and  in  the 
liquidation  of  foreign  balances  gold  was  exported.  Silver 
thus  became  the  real  measure  of  value,  gold  could  no 

longer  be  kept  in  circulation,  and  the  Gresham  Law  was 
once  more  exemplified. 

During  the  first  thirty  years  of  the  present  century 
the  financial  history  of  the  United  States  was  diversified 
by  alternations  of  - wildcat”  banking,  papermoney  infla- 
Lon,  specie  resumption,  and  a variety  of  commercial  and 
industrial  vicissitudes.  Meanwhile,  the  coinage  laws  of 
1792  remained  essentially  unchanged.  In  1830  gold  was 
at  an  average  premium  of  five  per  cent,  and  had  disap- 
peared from  circulation,  much  of  that  which  had  taken 
flight  having  been  drawn  to  England  to  aid  that  country 
m resuming  specie  payments.  In  1833,  the  entire  amount 

of  gold  coined  in  the  United  States  was  but  $ 978  500 
against  $ 2,759,000  silver.  ’ 

Under  these  circumstances  it  was  determined  to  read- 
just the  legal  ratio  between  gold  and  silver,  and  accord- 
ingly it  was  changed  from  15:1  to  16:1.  This  was  done  in 
1834.  In  pursuance  of  the  new  ratio  thus  established  the 
weight  of  the  gold  eagle  was  reduced  from  270  to  258 
grains,  of  which  232  grains  were  fine  gold.  Thus,  in  order 
to  bring  the  gold  dollar  down  to  a level  with  silver,  it  was 
debased  from  24.75  to  23.20  grains  of  pure  metal. 

For  the  time  being  the  silver  dollar  remained  un- 
changed, but  in  1837  its  weight  was  reduced  to  412.5 
grains  (of  which,  as  before,  371.25  grains  were  pure 
metal),  and  the  French  standard  of  nine  hundred  one- 
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thousandths  fine,  for  both  gold  and  silver,  was  adopted. 
The  intrinsic  value  of  the  silver  dollar  remained  un- 
changed, and  the  legal  ratio  of  16:1  established  by  the 
law  of  1834  was  continued.  After  these  arrangements 
had  taken  effect,  the  gold  eagle  contained  twotenths 
of  a grain  more  pure  metal  than  the  eagle  of  1834, 
but  15.3  grains  less  than  the  eagle  of  1792.  The  silver 
coins  remained  of  the  same  standard  of  fineness  as  that 
fixed  by  the  law  of  1792,  but  gold  was  debased,  and  this 
debasement,  it  was  hoped,  would  insure  a permanent 
association  of  the  two  metals.  But  not  so.  In  defiance  of 
statutory  regulations,  the  natural  laws  of  trade  asserted 
themselves  with  as  much  vigor  as  ever.  From  1830  to 
1840  the  ratio  of  silver  to  gold  ranged  from  15.80:1  to 
15.67:1  in  the  European  market,  and  in  1851  declined,  in 
the  London  quotations,  to  15.46:1.  The  average  ratio  in 
the  United  States  was  estimated  at  15.60,  which  made  the 
new  gold  dollar  worth,  in  silver,  but  97.5  cents.  Of  course, 
in  such  a state  of  things,  everybody  preferred  to  pay  in 
gold,  and  creditors  were  defrauded  by  law  out  of  2.5  cents 
on  every  dollar  due  them. 

Such  was  the  currency  situation  when  the  California 
mines  began  to  empty  their  vast  stores  of  gold  upon  the 
country.  By  this  supply  the  facilities  were  increased  for 
taking  depreciated  gold  bullion  to  the  mint,  having  it 
coined,  and  with  the  money  thus  obtained,  buying  silver 
to  sell  again  at  a profit.  Bullion  dealers  and  money 
changers  were  benefited  by  this  operation,  but  nobody 
else.  It  was  a privilege  accorded  for  their  especial  benefit 
by  the  free  coinage  law.  Prices  adjusted  themselves  to 
the  cheaper  currency,  and  silver  was  extensively  ex- 
ported. The  only  silver  coins  which  would  circulate  were 
the  worn  and  clipped  ones,  and  inasmuch  as  such  coins 
were  worth  more  here  than  anywhere  else  they  came 
drifting  to  us  from  all  quarters  of  the  world.  Instead  of 
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improving  our  coinage,  bimetallism  deluged  us  with  rub- 
bish.  In  other  words,  it  did  for  us  precisely  what  it  had 

done  lor  England,  and  lor  every  other  country  where  it 
had  been  tried. 

The  measures  of  relief  adopted  in  this  emergency 
were  very  much  the  same  as  those  which  the  British 
government  had  adopted  under  similar  circumstances. 
On  March  3,  1853,  Congress  passed  a law  similar  to  the 
English  law  of  1816,  changing  the  ratio  between  gold  and 
silver  to  14.88:1,  and  making  silver  coins  of  less  denom- 
ination than  one  dollar  a legal  tender  oidy  for  sums  under 
five  dollars.  The  silver  dollar  of  412.5  grains  had  at  this 
time  entirely  ceased  to  be  current  coin,  and  was  therefore 
unaffected  by  these  regulations.  It  contained  the  same 
amount  of  pure  silver  as  the  dollar  of  1792,  but  the  free 
coinage  system  had  practically  demonetized  it.  Mono- 
metallism, not  bimetallism,  retired  from  use  the  “ Dollar 
of  the  Fathers.” 

Gold  — the  cheaper  metal— was  now  the  standard, 

with  silver,  except  the  expatriated  dollar,  as  a subsidiarv 

• ___ 

coinage.  The  minor  silver  pieces  being  worth  only  .9533 
of  the  gold  dollar,  they  could  no  longer  be  melted  down 
or  exported  with  profit  and  for  the  same  reason  circulated 
freely,  side  by  side  with  gold.  The  coinage  of  silver  bul- 
lion bought  at  the  market  price  and  coined  on  govern- 
ment account  only  — increased  rapidly,  and  an  actual 
dual  currency,  so  long  and  vainly  sought  for  by  means  of 
the  free  coinage  system,  was  at  length  attained  by  means 
of  the  single  standard  system.  In  other  words,  the  alter- 
nate or  socalled  double  standard  divorced  gold  and  silver 

from  one  another;  the  single  standard  brought  them 
together. 

The  legislation  by  which  the  single  gold  standard  was 
thus  established  remained  without  essential  change  until 
the  suspension  of  specie  payments  in  1861.  Under  its 
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operations  the  country  was  more  prosperous,  and  its  com- 
merce and  industry  enjoyed  greater  monetary  stability 
and  facilities  than  ever  before.  The  changes  in  value 
of  gold  and  silver  caused  no  readjustment  of  prices,  and 
made  no  difference  with  trade.  The  standard  of  values 
was  steady,  and  in  lieu  of  perpetual  alternations  from 
gold  to  silver  and  silver  to  gold,  the  two  metals  circulated 
in  harmony  together,  and  there  was  an  abundance  of  both. 

No  further  coinage  legislation  of  importance  took 
place  until  the  act  of  February  12,  1873,  the  main  pur- 
pose of  which  was  to  systematize  and  consolidate  the 
existing  coinage  laws.  By  this  act,  which  was  prepared 
under  the  supervision  of  the  Comptroller  of  the  Cur- 
rency, Mr.  Knox,  the  single  standard  system  of  composite 
money  was  made  complete.  The  gold  coinage  remained 
without  important  change,  and  both  gold  and  silver  coins 
continued  to  be  of  the  standard  of  .900  fine.  The  allov  of 
the  silver  pieces  consisted  of  copper,  and  that  of  the  gold 
pieces  of  either  copper  or  of  silver  and  copper,  the  silver 
in  no  case  to  exceed  nine  times  the  alloy.  The  gold 
dollar  at  the  standard  weight  of  25.8  grains  — 23.22  grains 
fine  — was  declared  to  be  the  ‘’unit  of  value,”  and  the 
gold  coins  continued  to  be  legal  tender  to  any  amount. 

As  to  the  silver  coins,  some  new  and  important  regula- 
tions were  adopted.  A “ trade  dollar,”  which  weighed 
420  grains,  and  was  intended  for  the  convenience  of 
commerce  with  China  and  Japan,  was  added  to  the 
list.  The  other  coins  legalized  were  the  fiftycent  piece, 
or  halfdollar,  of  12.5  grams  — 192.9  grains  — and  the 
twentyfive  and  tencent  pieces,  weighing  proportionately. 
All  these  coins  were  declared  to  be  a “legal  tender  at 
their  nominal  value  for  any  amount  not  exceeding  five 
dollars  in  any  one  payment.”  An  important  step  in  the 
direction  of  international  coinage  was  taken  by  establish- 
ing the  weight  of  the  halfdollar  piece  at  just  half  that  of 
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the  fivetranc  silver  coin  of  France,  Belgium  and  Switzer- 
land, of  the  fivelire  silver  coin  of  Italy,  of  the  fivepeseta 

silver  com  of  Spain,  and  of  the  tivedraclima  silver  coin 
of  Greece. 

Some  time  subsequent  to  the  passage  of  this  act,  one 
of  its  provisions,  not  deemed  of  much  importance  at  the 
time,  began  to  excite  a great  deal  of  controversy,  and  is 
still  a subject  of  dispute.  This  was  the  provision  that  no 
coins  other  than  those  especially  enumerated  in  the  act 
should  thereafter  be  issued.  The  effect  of  this  was  to 
forbid  further  coinage  of  the  412.5  grain  silver  dollar  — 
the  so-called  “Dollar  of  the  Fathers  ” — which  the 
operations  of  the  freecoinage  law  had  banished  from 
circulation.  Up  to  the  passage  of  the  act  of  1878  that 
dollar  had  continued  to  be  a legal  tender  to  any  amount**. 
At  the  time  its  further  coinage  was  forbidden  the  only 
currency  in  use  was  paper,  and  not  coin ; but  even  had 
the  metal  currency  been  still  in  circulation,  the  legal 
tender  silver  dollar  would  not  have  made  its  appearance. 
Its  gold  value  at  that  time  being  .$  1.03^,  nobody  would 
have  paid  debts  with  it.  No  question  was  then  raised  as 
to  the  propriety  of  “demonetizing”  it,  for  the  double 
reason  that  it  was  then  worth  more  than  the  gold  dollar, 
and  had  already  been  practically  demonetized  by  free 
coinage.  Not  until  silver  had  sufficiently  depreciated  to 
make  the  412.5-grain  silver  dollar  of  less  value  than  the 

28.5- grain  gold  dollar,  did  complaint  begin  to  be  made 

that  the  “ Dollar  of  the  Fathers  ” had  been  dropped  from 
the  coinage. 

But  suppose  it  had  not  been  so  dropped  — that  the 

412.5- grain  silver  dollar  had  continued  to  be  unlimited 

legal  tender,  and  entitled  to  unlimited  coinage what 

would  have  been  the  result?  Simply  this:  That  silver 
being  the  cheaper  metal,  everybody  would  have  paid 
debts  with  it;  that,  to  the  great  loss  of  creditors  — partic- 
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ularly  of  the  poorer  class  — and  to  the  great  detriment  of 
commerce,  the  more  lluctuating  and  cumbersome  metal 
would  have  become  the  sole  measure  of  values;  and  that 
, bullion  dealers  and  money  changers  would  have  reaped  a 

||  ^ harvest  at  the  expense  of  the  general  public.  In  the 

light  of  history,  all  this  is  as  plain  and  certain  as  a 
mathematical  demonstration. 


It  has  been  persistently  asserted  that  the  412.5-grain 
silver  dollar  was  eliminated  from  the  coinage  by  surrep- 
titious legislation.  The  facts  by  no  means  justify  that 
view.  Up  to  1884  the  entire  coinage  of  this  eliminated 
dollar  had  amounted  to  but  1,869,517  pieces;  and  from 
1834  to  1878  — when  the  eliminating  act  was  passed  — to 
but  6,676,821  pieces,  making  an  aggregate  coinage  of  this 
dollar  up  to  1878  of  8,045,888  pieces**.  For  I'orty  years 
these  coins  had  been  worth  more  than  the  gold  dollar, 
and  when  the  act  of  1878  was  passerl  there  were  probably 
not  more  than  100,000  of  them  in  existence.  That  act, 
therefore,  simply  registered,  in  the  form  of  a statute, 
what  had  been  the  unwritten  law  of  the  land  for  nearly 
half  a centurv. 

To  say  this  was  done  without  i)ublication  or  knowledge 
of  what  was  going  on,  is  to  do  violence  to  the  truth  of 
history.  In  its  bill  form  the  coinage  act  of  1878  was  sub- 
mitted to  the  Senate  in  April,  1870,  and  was  referred, 
together  with  an  accompanying  report  from  the  Comp- 
troller of  the  Currency,  to  the  Senate  Finance  Committee. 
The  report  particularly  mentioned  that  provision  of  the 
bill  which  discontinued  the  coinage  of  the  412.5-grain 
dollarpiece,  and  gave  reasons  in  support  of  that  measure. 
The  Secretarv  of  the  Treasurv  called  the  attention  of 

tt’  C. 

Congress  to  the  bill  in  his  reports  for  1870, 1871,  and  1872 
and  in  his  report  for  1872  he  conspicuously  recommended 
both  the  coinage  of  a trade  dollar  and  the  discontinuance 
of  a legal  tender  currency  in  silver.  In  the  House  of 
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Representatives,  Honorable  William  D.  Kelley,  who  had 
charge  of  the  bill  there,  declared  that  the  Coinage  Com- 
mittee had  ‘‘proceeded  with  great  deliberation  to  go  over 
the  bill,  not  only  section  by  section,  but  word  by  word.” 
He  added  that  it  was  “impossible  to  retain  the  double 
standard.”  Said  he : 

“ You  cannot  determine  this  year  what  will  be  the 
relative  values  of  gold  and  silver  next  year.  * * * * 

Hence  all  experience  has  shown  that  you  must  have  one 
standard  coin  which  shall  be  a legal  tender  for  all  others, 
and  then  you  may  promote  your  domestic  convenience  by 
having  a subsidiary  coinage  of  silver,  which  shall  circu- 
late in  all  parts  of  your  country  as  legal  tender  for  a 
limited  amount,  and  be  redeemable  at  its  face  value  by 
your  government.  But  gentlemen  who  oppose  this  bill 
insist  upon  maintaining  a silver  dollar  worth  3.5  cents 
more  than  the  gold  dollar,  and  seven  cents  more  than  two 
halfdollars,  and  so  long  as  those  provisions  remain  you 
cannot  keep  silver  coin  in  this  country.” 

Mr.  Clarkson  N.  Potter,  another  prominent  member  of 
the  House,  particularly  discussed  and  commended  that 
feature  of  the  bill  making  legal  tender  coin  to  consist  of 
“ only  one  metal  instead  as  heretofore,  of  two.” 

While  the  bill  was  pending  in  Congress,  it  was  printed 
thirteen  times,  was  deliberately  considered  by  the  Finance 
Committee  of  the  Senate  and  the  Coinage  Committee  of 
the  House  during  five  different  sessions,  and  elicited 
printed  discussion  to  the  extent  of  140  pages  of  the  Co?i 
gressional  Globe.  Whatever  else  may  be  said  of  this 
measure,  surely  its  enactment  was  not  clandestine. 

After  the  passage  of  the  act  of  1873  silver  continued 
to  depreciate  in  its  relation  to  gold,  just  as  it  had  already 
been  doing  ever  since  the  debasement  of  divisional  coins 
by  the  Latin  Union  in  1865.  The  average  ratio  of  gold  to 
silver,  which  had  been  but  15.40  in  1864,  15.44  in  1866, 
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15.60  in  1870,  and  15.90  in  1873,  rose  to  16.15  in  1874;  16.62 
in  1875, 17.77  in  1876,  and  17.22  in  1877. ' “ 
j In  the  year  1876  the  causes  of  this  depreciation  became 

I the  subject  of  an  elaborate  investigation  and  report  by  a 

select  committee  of  the  British  Paidiament.’  ’ This  com- 
mittee attributed  the  decline  of  silver  to  the  following 
causes:  1.  The  discovery  of  new  silver  mines  of  great 

richness  in  the  State  of  Nevada.  2.  The  introduction  of 
a gold  currency  into  Germany  in  lieu  of  a previous  silver 
currencv.  3.  The  decreased  demand  for  silver  for  export 

C. 

to  India. 

The  following  were  named  by  the  committee  as  sub- 
I sidiary  causes : 1.  That  the  Scandinavian  governments 

' had  also  substituted  gold  for  silver  in  their  currency.  2. 

That  the  Latin  Union  States  had  discontinued  the  free 
coinage  of  silver.  3.  That  Holland  had  passed  a tempo- 
rary act  prohibiting  the  coining  of  silver  except  on  gov- 
ernment account,  and  authorizing  the  coining  of  gold. 

In  the  same  year  (1876)  Congress,  by  joint  resolution, 
directed  that  a commission,  consisting  of  three  Senators, 
three  Representatives  and  three  experts,  should  be  ap- 
pointed to  inquire:  (1)  into  the  change  which  has  taken 
place  in  the  relative  value  of  gold  and  silver,  and  the 
causes  thereof;  (2)  into  the  policy  of  restoration  of  the 
I double  standard  in  this  country,  and  the  legal  relation  to 

be  established  between  gold  and  silver  coins  in  case  of 
such  restoration.  The  resolution  further  directed  that 
i investigation  should  be  made  as  to  the  policy  of  con- 

tinuing legal  tender  notes  concurrently  with  metallic 
standards,  and  as  to  the  best  means  of  facilitating  the 
resumption  of  specie  payments’^.  In  the  presence  of 
this  commission,  M.  Cernuschi,  the  distinguished  French 
bimetallist,  made  an  oral  statement  which  has  since  been 


published  separately  in  book  form. 

The  conclusions  of  the  commissioners,  after  exploring 
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the  subjects  assigned  for  their  investigation,  were  em- 
bodied in  three  different  reports,  making,  in  all,  a volume 
of  574  pages.  The  majority  report,  signed  by  Messrs. 
Jones,  Bogy,\Villard,  Bland  and  Groesbeck,  recommended 
— as  was  prearranged  in  the  appointment  of  the  commis- 
sion—the  restoration  of  the  double  standard;  but  the 
signers  of  this  report  were  not  at  all  agreed  as  to  the 
legal  ratio  to  be  established  between  silver  and  gold. 
Messrs.  Jones,  Bogy  and  Milliard  favonHl  the  Latin  Union 
ratio  of  lu.5:l.  but  Messrs.  Groesbeck  and  Bland  preferred 
that  of  1(5.1.  Mr.  Boutelle  made  a separate  report  favor 
ing,  for  the  present,  the  gold  standard,  contingent  upon 
future  adoption  of  the  double  standard  by  international 
agreement.  A second  minority  report,  by  Professor 
Bowen,  concurred  in  by  Mr.  Gibson,  favored  the  com- 
posite standard,  with  gold  as  the  principal  and  silver  as 
the  subsidiary  currency. 

While  this  commission  was  sitting,  the  bill  known  as 
the  “Bland  Bill,”  authorizing  free  coinage  of  the  412.5- 
grain  silver  dollar,  and  making  that  dollar  an  unlimited 
legal  tender,  “except  where  otherwise  provided  by  con- 
tract,” was  being  discussed  in  (Jongress.  That  bill  passed 
the  House  in  November,  1877.  It  was  intended  to  re- 
establish the  double  standard,  but  in  the  Senate,  on 
motion  of  the  Finance  Committee,  represented  by  Mr. 
Allison,  the  freecoinage  provisions  were  stricken  out  of 
it,  and  in  lieu  thereof  the  Secretary  of  the  Treasury  was 
required  to  purchase,  at  the  market  price,  not  less  than 
two  nor  more  than  four  million  dollars  worth  of  silver 
bullion  per  month,  and  cause  the  same  to  be  coined  as 
fast  as  possible  “ into  such  dollars.”  A further  provision, 
adopted  on  motion  of  Senator  Booth,  of  California,  en- 
abled any  holder  of  the  coin  authoriz(>d  by  the  act  to 
deposit  the  same  in  the  Treasury  in  sums  not  less  than 
ten  dollars,  and  receive  therefor  certihiaites  of  not  less 
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than  ten  dollars  each,  which  should  be  “ redeemable  for 
customs,  taxes,  and  all  public  dues.”  An  added  section 
directed  the  President  to  invite  the  Latin  Union  and 
other  European  States  to  join  the  United  States  in  a con- 
ference “ to  adopt  a common  ratio  between  gold  and 
silver,  for  the  purpose  of  establishing  internationally 
bimetallic  money.”  The  bill  as  thus  amended  in  the 
Senate  was  readopted  in  the  House,  and  went  to  Presi- 
dent Hayes,  who  vetoed  it.  On  February  28,  1878,  the 
House  received  the  bill  back  from  the  President  without 
his  signature,  and  on  the  same  day  it  was  passed  over  his 
veto  in  both  branches  of  Congress. 

This  measure,  commonly  — but  improperly  — called 
the  “Bland  Bill,”  did  not  re-establish  the  doublestandard. 
It  did  not  authorize  anvone  who  wished  to  do  so  to  take 
silver  bullion  to  the  mint  and  have  it  coined  into  412.5- 
grain  silver  dollars.  Had  it  done  this,  gold  would  imme- 
diately have  taken  flight,  and  silver  would  have  become 
the  standard  and  sole  money  of  account.  This  would 
have  been  just  as  inevitable  under  a freecoinage  law  in 
1878  as  it  over  and  over  again  proved  to  be  under  the 
same  kind  of  a law  passed  in  1792.  But  under  the  law  of 
1878  as  it  was  passed,  and  in  substance  remains,  the  gold 
dollar  continues  to  be  the  standard  and  unit  of  all  values, 
including  the  value  of  silver  bullion.  The  silver  dollar, 
while  intrinsicallv  of  one  value  todav  and  another  value 

t 

tomorrow,  is  simply  a token  of  one  hundred  cents  in 
gold.  No  one  can  obtain  a silver  dollar  except  for  the 
value  of  a gold  dollar;  and  so  long  as  the  National 
Treasury  shall  have  a sufficient  gold  reserve  to  meet  its 
gold  obligations,  maintain  the  gold  standard,  and  give  a 
standard  gold  dollar,  or  its  equivalent,  for  a standard 
silver  dollar,  so  long  will  the  silver  dollar  pass  current  at 
its  token  value.  But  should  the  government  at  any  time 
appear  to  be  unable  to  do  these  things,  the  silver  dollar 
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would  drop  to  its  intrinsic  value,  and  all  gold  contracts 
would  be  made  expressly  payable  in  gold  or  its  equivalent. 

Under  the  law  of  1878  — as  was  the  case  under  the 
law  of  1853  down  to  1878  — silver  is  a token  or  subsidiarv 
currency,  and  gold  is  the  standard.  But,  under  the  law 
of  1878,  and  its  later  amendment,  the  coinage  of  silver, 
instead  of  being  regulated  by  the  business  demand  for 
subsidiary  or  divisional  coin  — as  it  was  regulated  under 
the  law  of  1853,  and  is  now  regulated  in  England  — is 
made  compulsory  at  a given  amount  per  month.  It  is 
further  to  be  noted  that  the  legal  tender  quality  of 
silver,  instead  of  being  limited  to  small  amounts  as  the 
law  of  1853  limited  it,  is  now  without  limit. 

The  supporters  of  the  Bland- Allison  scheme  confi- 
dently expected  that  it  would  put  a stop  to  the  deprecia- 
tion of  silver,  but  all  such  hopes  have  proven  illusory. 
While  the  compulsory  monthly  purchases  of  silver  create 
an  artificial  demand  for  that  metal,  they  impart,  for  that 
very  reason,  a powerful  stimulus  to  its  production.  The 
silver  market,  already  surfeited,  is,  therefore,  subjected 
to  the  depressing  influence  of  an  enormous  hoard,  which 
is  steadily  increasing,  and  which  the  whole  country  is 
taxed  to  maintain.  The  eftects  of  this  policy  are  precisely 
such  as  would  result  from  like  accumulation  of  wheat, 
coal  or  pigiron.  The  London  price  — which  is  the  world- 
price — of  bar  silver,  in  February,  1878,  when  the  Bland- 
Allison  act  was  passed,  was  fiftyfive  and  onefourth  pence 
per  ounce,  but  it  declined  to  fortynine  and  onehalf  pence 
in  the  ensuing  December,  and  averaged  but  fiftyone  and 
onefourth  pence  during  the  year  1879.  The  present 
London  price  (March  12,  1891)  is  fortyfive  and  oneeighth 
pence ^ In  short,  except  a ver}^  brief  period,  the  market 
price  of  silver  bullion  has  never  been  as  high  since  the 
Bland-Allison  act  took  effect  as  it  was  before. 

Notwithstanding  the  extraordinary  coinage  forced  by 


that  act,  silver  was  still  declining  in  market  value  when 
the  International  Monetary  Conference  of  1881  was  held. 
The  action  of  the  United  States  Government  in  seeking 
that  conference  was,  therefore,  regarded  in  several  Euro- 
pean countries  with  great  satisfaction.  Having  large 
quantities  of  silver  to  sell,  these  powers  were  quite  ready 
to  hearken  to  any  proposition  to  open  the  mints  of  the 
Great  Republic  to  free  coinage.  The  apparent  willingness 
of  a prolific  silverproducing  country  like  this  to  make 
itself  a free  dumpingground  for  their  entire  surplus  of 
hoarded  metal  quite  surpassed  their  expectations.  As 
Professor  Sumner  remarks : 


I “ Other  nations  looked  on  with  pleased  astonishment 

^ to  see  us  come  forward  to  assume  their  burdens  for  them. 

They  had  been  waiting  to  find  somebody  on  whom  to 
unload  their  stock  of  silver,  not  expecting  that  anybody 
would  be  sufficiently  ignorant  and  foolish,  but  the  United 
States  stepped  forth  and  offered  to  take  it.” 

Strange  to  say,  this  folly,  notwithstanding  its  antece- 
dent barrenness  of  practical  results,  has  recently  been 
repeated.  Once  more  this  Great  Republic  — better  qual- 
ified than  any  other  country  to  maintain  a position  of 
monetary  independence  — has  again  appeared  as  a sup- 
^ pliant  before  European  powers  for  the  privilege  of  sur- 

1 rendering  the  control  of  her  coinage.  A renewed  hearing 

• in  this  behalf,  solicited  by  our  government,  was,  of  course, 

I courteously  granted,  and  in  November  and  December  last 

a fourth  International  Monetary  Conference  was  held 
at  Brussels.  The  representatives  of  the  United  States  at 
. this  assemby  were  Messrs.  William  B.  Allison,  of  Iowa, 

I chairman;  John  P.  Jones,  of  Nevada;  H.  W.  Cannon,  of 

New  York;  J.  B.  McCreary,  of  Kentucky;  Professor  E. 
Brown  Andrews,  of  Boston  University;  E.  O.  Leech, 

* Director  of  the  United  States  Mint ; and  Professor  Roland 
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Faulkner,  of  the  University  of  Pennsylvania.  The  latter 
served  as  secretary  to  the  delegation. 

Practically  speaking,  this  Conference  was  but  a repeti- 
tion of  its  predecessors  of  1878  and  188J.  Nothing  defi- 
nite was  accomplished.  The  only  new  proposition 
brought  forward  was  one  submitted  by  one  of  the  French 
delegates,  Mr.  Alfred  de  Rothschild,,  pledging  the  Euro- 
pean conferees  to  purchase  silver  bullion  to  the  amount 
ot  about  $ 25,000,000  per  annum,  at  any  price  below  forty- 
three  pence  per  ounce,  provided  the  United  States  would 
continue  to  buy  64,000,000  ounces  per  year.  This  proposi- 
tion was  not  agreed  to,  and  the  Conference  adjourned' •*. 

Since  that  event  the  United  States  Treasury  has  con- 
tinued its  monthly  silver  purchases  as  before,  and  the 
silverburdened  powers  of  Europe  have  doubtless  “looked 
on  with  pleased  astonishment”  while  we  have  thus  per- 
sisted in  contributing,  at  our  own  expense,  to  their  relief 
and  profit.  But  the  ultimate  results  of  this  persistency 
do  not  promise  to  be  equally  pleasing  to  the  American 
people.  Notwithstanding  the  large  balance  of  trade  in 
our  favor,  a large  outflow  of  gold  has  for  some  time  past 
been  in  progress,  and  at  the  present  writing  the  National 
Treasury  is  embarrassed  to  find  expedients  for  sustaining 
this  export  demand  without  trenching  upon  its  gold 
reserve.  In  other  words,  while  silver  is  l)eing  artificially 
and  abnormally  accumulated,  gold  is  taking  flight;  the 
Gresham  Law  is  having  its  way;  the  inferior  metal  is 
driving  out  the  superior,  and  a premium  on  gold  is  threat- 
ened. Congress  might  relieve  this  stress  by  putting  a stop 
to  the  coercive  silver  purchases,  but  this  it  has  thus  far 
refused  to  do.  Meanwhile,  a large  increase  in  the  national 
debt  to  maintain  the  treasury  reserve  and  prevent  a 
divorce  between  gold  and  silver,  is  seriously  proposed. 
Such  is  the  extreme  to  which  we  have  been  carried  in  the 
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pursuit  of  partisan  advantage,  and  subserviency  to  the 
producers  of  silver. 

Some  day  this  vast  silver  hoard,  unless  practical  use 
can  be  made  of  it,  must  be  cast  upon  the  market.  What 
use  of  it  is  possible  ? To  continue  the  issue  of  paper  cer- 
tificates based  upon  it  is  to  perpetuate  the  uncertainties 
of  partisan  interference  with  the  currency  at  the  caprice 
of  Congress.  In  lieu  of  such  arbitrary  and  precar- 
ious regulation  should  be  substituted  the  free  action  of 
the  laws  and  demands  of  trade.  To  this  we  must  sooner 
or  later  come,  and  the  sooner  the  better.  The  existing 
national  bank  currencv  is  based  on  a war  debt  which  has 
been,  and  should  be,  in  rapid  course  of  extinction.  The 
proper  basis  for  the  currency  of  a country  so  abundant  in 
the  precious  metals  as  this  one,  is  not  debt,  or  the  evidence 
of  debt,  but  gold  and  silver.  The  future  Bank  of  America 
will  adopt  that  basis,  and  will  not  be  a political  or  partisan 
bank,  but  a business  one  exclusively.  Its  branches  will 
be  established  wherever  needed,  and  its  emission  of 
currency,  whether  coin  or  paper,  will  be  gauged  solely  b}' 
the  business  demand  for  it. 

The  scheme  of  international  bimetallism  is  little  better 
than  an  “ iridescent  dream.”  It  is  contrarv  to  the  tradi- 
tional  foreign  policy  of  this  republic.  In  his  memorable 
Farewell  Address,  Washington  wisely  admonished  the 
American  people  to  “ steer  clear  of  permanent  alliances 
with  any  portion  of  the  foreign  world.”  An  international 
agreement  by  wdiich  the  United  States  would  surrender 
to  any  extent,  the  independent  and  absolute  control  of  its 
coinage  is  one  of  the  alliances  to  which  this  warning  most 
pertinently  applies.  Sooner  or  later  such  an  alliance 
would  assuredly  lead  to  diplomatic  estrangement,  and 
possibly  to  war.  The  hypothesis  — for  it  is  only  hypo- 
thesis— that  free  coinage,  or  the  double  standard,  if 
adopted  by  all,  or  most,  of  the  principal  nations  of  the 
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world,  would  be  of  great  benefit  to  all  concerned,  may  of 
may  not  be  true.  All  past  experience  in  bimetallism 
teaches  that  the  value  relations  of  gold  and  silver  could 
no  more  be  regulated  by  international  agreement  than 
could  those  of  pigiron  and  copper,  or  of  wheat  and  pota- 
toes. In  any  event  we  may  be  assured  that  there  is  a 
great  deal  of  truth  in  the  observation  of  one  of  the  fore- 
most writers  on  this  subject’®,  that  “a  system  which 
requires  that  everyone  should  agree  to  make  it  good  is 
certainly  a system  which  is  diflicut  to  make  good,  and 
which  is  always  liable  to  become  bad.” 


’ Columbus,  Ohio. 

® Professor  William  Stanley  Jevons,  born  in  Liver- 
pool in  1835,  and  educated  at  the  University  College, 
London.  Professor  Jevons  visited  the  United  States  in 
1854.  Five  years  of  his  life  were  spent  in  the  mint  at 
^ Sydney,  Australia. 

® Henrv  II.  to  Richard  III. 
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* Sir  Hector  Hay’s  tables. 

® London  quotations. 

® The  first  general  International  Monetary  Confer- 
ence was  held  at  Paris  in  1867,  on  invitation  of  the 
French  government,  pursuant  to  the  Latin  Union  treaty 
of  1865,  which  provided  for  the  accession  of  additional 
states  to  the  league.  Twentj^  different  nationalities, 
including  the  United  States  of  America,  were  repre- 
sented. The  English  delegates  declared  that  they  had 
I come  merely  to  listen,  study  and  report.  The  principal 

topic  discussed  was  : “ By  what  means  it  is  most  easy  to 

realize  monetary  unification ; ” and  a resolution  was 
adopted — The  Netherlands  only  dissenting  — that  this 
result  was  attainable  “ on  the  basis  and  condition  of 
adopting  the  exclusive  gold  standard,  leaving  each  state 
at  liberty  to  keep  its  exclusive  standard  temporarily.” 
The  single  silver  standard  was  unanimously  rejected. 
The  conference  further  declared  in  favor  of  the  Latin 
Union  system  as  a basis  for  monetary  unification,  but 
reserved  its  opinions  as  to  the  standard. 
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‘‘  “ It  is  said  that  when  a proposition  was  before 
Confrress  to  establish  a regular  revenue  system,  one 
member  exclaimed  : ‘ Do  you  think,  gentleman,  that  I 

will  consent  to  load  my  constituents  with  taxes,  when  we 
can  send  to  our  printer  and  get  a wagonload  of  money, 
one  quire  of  which  will  pay  for  the  whole  V Gouge's 
History  of  Paper  Mottey. 

The  position  of  this  dollar  was  similar  to  that  of 
the  thaler  in  Germany  when  that  country  adopted  the 
single  gold  standard. 

^ Kx-Comptroller  Knox,  in  the  London  Economist. 

' " London  quotations. 

' ' The  members  of  the  committee  were  : Mr.  Baxter, 
Mr.  C.  B.  Dennison,  Mr.  Goschen,  Mr,  Kirkman  Hodgson » 
Mr.  Hubbard,  Lord  George  Hamilton,  Mr.  Massey,  Mr. 
Mulholland,  Mr.  Fawcett,  Mr.  Cave,  Mr.  Shaw,  Mr.  Her- 
mon,  and  Sir  Charles  i\Iills. 

’'The  members  of  this  commission  were  Messrs. 
John  P.  Jones,  Lewis  \ . Bogy,  and  George  S.  Boutwell, 
ot  the  Senate  ; ^lessrs.  Randall  L.  Gibson,  George  Wil- 
lard, and  Richard  P.  Bland,  ot  the  House  of  Representa- 
tives; Hon.  William  S.  Groesl)eck,  ot  Ohio;  Professor 
Francis  Bowen,  ot  ^Massachusetts  ; and  George  M.  M^eston, 
of  Maine. 

^ ^ On  hebruary  10,  1898,  the  closing  price  of  bar 
silver  in  the  London  market  was  thirtyeight  and  three- 
eighths  pence  per  ounce.  The  closing  price  in  the  Xew 
\ ork  market  on  the  same  date  was  eightythree  and  one- 
half  c€,nts  per  ounce,  making  the  gold  value  of  the  silver 
dollar  about  sixtvfour  cents. 

' * To  reassemble  at  Paris  May  80.  18t»8. 

’ ® Mr.  Walter  Bagehot. 


